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The Distribution of Wealth. By John R. Commons, Professor 
of Economics and Social Science, Indiana University. New York 
and London, Macmillan & Co., 1893. — Small 8vo, 258 pp. 

This little book contains a multiplicity of ideas and suggestions. 
It is based upon the latest Austrian theories of value, German 
notions of political economy as a social and ethical science, English 
conceptions of personal liberty and private property, and the modern 
denunciation of monopolies and trusts. Acknowledgment is freely 
made to Bohm-Bawerk, Menger, Wieser, Wagner and Gross ; 
numerous quotations come from Holland's Jurisprudence; and we 
occasionally catch sight of Henry George and Karl Marx. The 
author has evidently studied extensively and the book is eclectic in 
its composition and ideas. The illustrations (examples) are fresh 
and attractive, the statistics are of the author's own collecting and 
the book is provided with the diagrams of the mathematical school, 
if not with the mathematics itself. From such a combination, with 
the added advantage of an excellent style, we should certainly expect 
something weighty and important. 

The author in his first chapter elucidates the theory of value, 
price and cost, following the Austrians in their theory of marginal 
utility. This he declares to be a serviceable conception and to give 
a scientific basis for explaining the fundamental question of value, 
namely : What are the forces which control the supplies of com- 
modities relatively to the demands? The answer (at the end of 
the chapter) is : 

The price of a commodity is determined by the expenses of the produc- 
tion of the most expensive part of the customary supply. This supply is 
determined by the relative power possessed by the different cooperating 
productive factors, of limiting their share of the total product relatively to 
the wants and resources of society. 

What are these factors? They are (Chapter II) land, capital, 
personal abilities, monopoly privileges and legal rights, taxes and 
labor. 

The important step now is to determine which of these factors 
are able to limit their share of the total product. Those that are 
replaceable, labor and capital, cannot, of course. It is only those 
that are irreplaceable or that occupy the position of monopolies, 
that can limit the supply and thus control prices in their own interest. 
The first of these factors is land, and this leads us to the considera- 
tion of the law of " Diminishing Returns and Rent " (Chapter III). 
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This law applies not only to agricultural land but also to land used 
for manufactures ; for under land is to be understood not the inex- 
haustible powers of the soil, but simply room and situation. Hence 
in all industry there is one factor capable of monopolization. There 
is no no-rent land (following Patten) and therefore rent enters into 
the cost of production. Still further, the law of rent or surplus 
values can be extended to other elements besides land, namely, the 
monopoly privileges of patents, copyrights, trade-marks, franchises 
and good-will (page 157). These opportunities, as well as the 
ownership of land, are due to social and legal relations, and give 
their owners a certain power to limit supply and to control the 
amount of production (page 169). We have here a law of monopoly 
profits analogous to rent. 

Having thus made the law of rent applicable to all land and to 
most manufactures (for five-sixths of the manufactures in the United 
States are covered by patents, copyrights, trade-marks, etc.), we can 
easily see the relation of " Diminishing Returns and Distribution " 
(Chapter IV). Laborers find it difficult to restrain their numbers 
and hence to prevent the law of diminishing returns from pressing 
wages down to the minimum of life. In the same way, if capital 
seeking employment is abundant, capital will force itself into 
employments where the margin of production is lower, and the rate 
of interest will be reduced to a minimum. There remains the 
matter of profits for the entrepreneur. Here the author concedes 
"necessary" profits as a compensation mainly for risk and trouble 
of management, and thinks it about "double the current rate of 
interest, i.e., including interest itself " (page 193). He even con- 
cedes a fair wages of superintendence. There is also an element of 
personal profits, due to the exceptional ability of the entrepreneur (in 
Walker's sense). Finally there are the permanent profits which arise 
out of the monopoly privileges which have already been described. 

With the lessening of expenses on account of labor and capital, brought 
about through the progress of civilization, either by the increased efficiency 
of both or by lowered wages and interest, there remains a continually 
growing surplus falling to the owners of monopoly privileges, which 
becomes petrified in the form of rent and permanent monopoly profits. 
[Page 228.] 

Chapters V and VI give some slight statistical data going to show 
the existence and the importance of this permanent monopoly profit. 
But the real content and purpose of the book is summed up in the 
above quotation. 
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Now there is no doubt that the scientific elaboration of the theory 
of monopoly price is one of the most important problems which 
confronts the newer political economy. The whole world of economic 
theorists is groaning and travailing over a theory of distribution 
based on marginal utility. Economists are tumbling over each other 
in the race to be first in applying the doctrine of rent to the other 
shares in the distribution, and we hear of the "three rents," of the 
last dose of capital, of the marginal hour of the working day, etc. 
Out of this intellectual ferment it is not too much to expect that we 
shall finally behold the clarified outline of an economic law which 
will, from its beauty and simplicity, commend itself to universal ac- 
ceptance. All honest and capable striving towards this goal is to 
be cordially welcomed, and it is in this sense that we welcome Pro- 
fessor Commons's essay. There are, however, two criticisms to be 
made, one in regard to method, the second in respect to facts. They 
are as follows : 

The elaboration of the theory of distribution demands perfect 
impartiality or scientific indifference as to the consequences of the 
theory. There must be no hidden purpose underlying the argument, 
if the author wishes to command the best attention of his readers. 
Professor Commons, while declaring that the entrepreneur's personal 
profits should be secured, does not conceal his belief that permanent 
profits are very large, are undeserved and should be appropriated 
by the state. This bias is observable throughout the book. The 
author professes (in his preface) to be cutting a straight line through 
a tangled jungle ; but to many readers it would seem rather as if he 
were taking every path, whether to the right or to the left, which 
might bear to some pre-determined goal. If he has done this 
consciously, his book should be classed with Marx's Capital, as a 
skillful polemic concealed under elaborate scientific formulae. But 
then he should have been frank and said with Proudhon : " I choose 
to put my conclusion [Property is Robbery] at the beginning of my 
book ; I am within my right." This Tendenz, as the Germans would 
call it, whether conscious or unconscious, is unfortunate, because the 
mere agitator will believe that his practical conclusions have scientific 
support, without troubling himself to understand the argument ; 
while the scientific reader will hesitate about accepting many state- 
ments which need much further elaboration. In this latter connec- 
tion, the attempt to show (page 29) that the qualities of the soil, 
except mere surface, are embodied in capital rather than land, is not 
at all conclusive. In regard to the assertion that " rent must enter 
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into cost," so distinguished a theorist as Edgeworth declines "to 
estimate what weight is added by Professor Wieser to a balance in 
one scale of which is the authority of J. S. Mill and in the other 
scale that of Professor Marshall." 1 The statement that five-sixths 
of the manufactures in the United States are carried on under 
patents, as showing the great prevalence of monopolistic opportunity, 
is misleading ; for patents compete against each other. There are 
doubtless a dozen steam pumps covered by different patents, but 
accomplishing so nearly the same result that they are all made and 
sold in the same market. Does his patent enable any one of these 
manufacturers to limit the supply ? There are hundreds of brands 
of manufactured tobacco, each protected by a trade-mark. Does 
that constitute a monopoly for each manufacturer? If I edit a 
" Universal Library of Knowledge " and copyright the title, have I 
a " corner " in the literary market ? And again, as a matter of fact, 
is it so easy to turn personal profits into permanent monopolies, and 
is it so universal as would seem to be indicated by the following 
passage ? 

A wise public policy will encourage to the utmost the development and 
rewards of personal abilities in the organizers and promoters of business. 
But the case becomes entirely different when temporary profits have been 
transformed into permanent monopolies. Now, instead of the profits being 
due to the powerful exertions and abilities of the captain of industry, they 
are due to certain fixed social relations and rights. The recipients of these 
incomes may, with perfect security, become idlers and drones. They 
abdicate their functions as entrepreneurs into the hands of salaried chiefs 
and advisers. [Page 236.] 

One should compare with this Walker's picture of business ruined 
and fortune dissipated by the succession of an incompetent son, or 
the death of the partner who made the enterprise successful. 

A second demand that may be made upon an author discussing 
scientifically the distribution of wealth is that, where he considers 
legal and social relations to be factors in such distribution, he should 
describe them as they are, not as he thinks they ought to be. By 
not exercising sufficient self-restraint in this respect, Professor 
Commons, as it seems to me, falls into hopeless confusion in his 
discussion of "rights" (Chapter II). His definitions are from Hol- 
land and refer to juristic rights. But in much of his discussion he 
evidently has in mind merely moral rights, founded upon his own 

1 British Economic Journal, June, 1894, p. 285. 
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notion of social justice. The right to life includes, he says, the 
right to a minimum of subsistence. A legal right to poor relief 
would be difficult to prove in many countries, however moral it may 
be. On page 66, personal rights are classified as those of life, 
liberty, employment and marriage ; yet on page 80 it is declared that 
" the right to work, for every man that is willing, is the next great 
human right to be defined and enforced by the law." There follows 
an economic statement which is " important if true " : 

The right to employment, when enforced, would have the effect of 
guaranteeing to every worker, even the lowest, a share of the total income 
in excess of his minimum of subsistence. It would give steady work 
through the year, which would increase the wages of the lowest laborer by 
thirty per cent or fifty per cent And by overcoming the chronic excess of 
laborers beyond the opportunities of employment, it would raise the 
marginal utility of the marginal laborers, thus raising the wages of all. 
[Page 84.] 

On the other hand, the unrestricted right to marriage is " one of 
the most powerful causes for [sic] the material and mental poverty 
of the lower classes " (page 85). The right to an education fur- 
nished by the state is included in the right to liberty (page 70). 

I make these quotations not because I agree or disagree with 
them, but because they show how the author introduces purely sub- 
jective notions into a scientific discussion and thus mars, in my 
opinion, the value of a book evidently planned on scientific lines. 

Richmond Mayo-Smith. 

Ueber Wert, Kapital und Rente; nach den Neueren National- 
okonomischen Theorien. Von Knut Wicksell. Jena, Gustav 
Fischer, 1893. — 143 pp. 

Die Lehre vom Wert. Von Dr. Moriz Naumann. Leipzig, 
Duncker & Humblot, 1893. — 74 pp. 

The first of these works is written in Sweden and published in 
Germany ; but the spirit of it is Austrian. It contains, first, a 
critical review of theories of value, and secondly, certain contribu- 
tions to scientific thought on this and kindred subjects. The 
summary of older theories is distinguished by a high appreciation of 
the work of Ricardo. Like Professor Marshall, the author interprets 
the words of this early classical economist generously, and finds in 
them more of meaning than narrower interpretations afford. He 
gives credit to the mathematical work of Jevons and Walras, and in 



